The present paper attempts to find out the role of two market involved with the depositary receipts. 
I. Introduction
The financial markets in general and the equity market in particular have now become more closely interlinked the world over than ever before despite the differences in risk perceptions of the markets or the country profiles. The dynamics of cross-country trade and payments have evolved to such an extent that the economic slowdown of a country is bound to affect its trading partners as clearly discernable from the leading movement in the global stock prices. The close integration between the emerging and the developed markets has even led to sentiment spillover from one market to another. A possible contributor to the similar volatility profile across the markets is the listing of stocks at dual or multiple stock exchanges all over the globe (Bennett and Keller, 1988) . Their movement in tandem powered by the instinct of arbitrage could have contributed to the emergent cross-country co-movement of stock prices.
With the financial sector reforms initiated in 1991, Indian stock market has since joined the integration process. The inflow of foreign funds with entry of foreign institutional investors (FII) has transformed the style of functioning of the Indian stock market. Moreover, it has forged an important linkage between the capital and the forex markets. During this phase, investment norms for non-resident Indians (NRIs), persons of Indian origin (PIOs) and overseas corporate bodies (OCBs) have been largely liberalized, inter alia, with permission to purchase of shares without any prior approval from the RBI. Further, the Indian corporate have been allowed to tap the global market with global depository receipt (GDR), American depository receipt (ADR) and foreign currency convertible bond (FCCB) since 1993. On the other hand, the world-class facilities provided by the newly constituted National Stock Exchange (NSE) have unleashed competitive forces, prompting other exchanges to go for automation and screen based trading. All these have ushered in an era of integration and globalization of the hitherto insulated and segmented Indian stock market.
Genesis of Depository Receipts: The Indian Experience
Starting with the maiden issue of the Reliance Industries in May 1992, around 88-odd Indian companies have so far tapped the global market. Indeed, India has the distinction of issuing the maximum number of DRs among the emerging economies. The genesis of Indian multinational corporations (MNCs) with not only international operations but also a global ownership is logical fallout of this process.
While bunching of DR issues took place in the early 1990s possibly in view of the pent-up overseas demand for Indian papers, it seemed to have been primarily motivated by the existing costly procedure of floatation in the domestic market (Patil, 1994) . Initially GDR was the preferred mode with the majority of listings in the Luxembourg or the London Stock Exchange in view of their less stringent disclosure requirements vis-à-vis the requirements under the US GAAP (i.e., Generally Accepted Accounting Principle). Besides, a majority of the Indian GDRs were issued pursuant to the US Rule 144A and/or Regulation S of the Securities Exchange Commission, which enabled their trading in the US market too mainly through the PORTAL system. Nevertheless, ADR has since emerged as the star attraction due to its higher global visibility, particularly for the new-economy stocks, with issues listed in NYSE and Nasdaq so far. While the ownership pattern of Indian GDR/ADR is not clear, both individual and foreign ownerships were in general found to be higher in London than in the US as per the Paris-based World Federation of Exchanges (FIBV) Survey (1999). Initially, companies seeking to float DRs were required to obtain prior permission from the Department of Economic Affairs, Ministry of Finance, the Government of India (GOI). To be eligible, companies should have a consistent track record of good performance for a minimum period of 3 years. The infrastructure companies were exempted from the latter requirement in June 1996. The restrictions on number of DR issues were also removed in June 1996. The Euro issue proceeds were subject to a number of end-use restrictions modified from time to time before their withdrawal in May 1998. However, such proceeds were not to be invested in stock market and real estate. In December 1999 Indian software companies, in March 2000 other knowledge-based companies, and in April 2001 all types of companies were permitted to undertake overseas business acquisition through ADR/GDR stock swap. In January 2000, companies were made free to access the GDR/ADR market through an automatic route operated by the RBI, without the prior approval of the GOI or the track record condition. The issuing company needs to furnish full particulars of the issue to the GOI and the RBI within 30 days of completion of such transactions. Similarly companies were allowed in phases to utilize, without any prior approval, part of the DR proceeds for overseas investment and finally up to 100 per cent of the proceeds from February 2001.
DRs can be redeemed at the price of the corresponding shares of the issuing company ruling on the BSE or the NSE on the date of redemption. Similar norms apply to conversion of FCCBs. The ordinary shares and FCCBs issued against the DRs are treated as foreign direct investment (FDI). The aggregate of foreign equity participation directly or indirectly through the DR mechanism should not exceed 51 per cent of the issued and subscribed capital of the issuing company. Two-way fungibility in DR issues of Indian companies has been introduced from February 13, 2002 whereby converted local shares could be reconverted into DR subject to sectoral caps on FDI.
II.
Objectives:
 To find out if the returns of the GDR effects the underlying securities returns or vice-versa.  To find out the relative effect of "informational factor" of Indian market and the host market in which of Depositary Receipts are issued, on the GDR returns.
Sources of Data:
The purpose of present study is to find out the effect of both home and host market on the GDR returns. The daily prices of the Indian GDRs has been collected from www.adrbyn.com, underlying stock"s prices and S & P nifty 50 has been collected from prowess, exchange rates has been collected from www.oanda.com, closing prices of indices has been taken from www.econstat.com. The data covered the period of 13 th April 2008 to 13 th April 2009. The GDRs included for the study are listed below. The exchanges in which they are listed, the major index and currency of the respective exchanges are also given as follows; 
III. Methodology
A number of hypotheses were formulated. They are given below along with the methodology used to test them. H 01a : The returns from the Indian GDRs have unit roots The stationarity of the all the GDR returns, securities returns and major index returns were checked with Augumented Dickey Fuller Method. H 02a : The returns from the Indian GDRs does not Granger cause the returns from underlying securities H 02b : The returns from underlying securities does not Granger cause the returns from the respective Indian GDRs Granger Causality test was used to find out the underlying causality relationship between returns of Indian GDRs and their respective underlying stocks. 
Findings
First of all, for comparison purpose Indian GDRs and closing prices of indices are converted into Indian Rupees. All the returns from Indian GDRs, underline securities and the respective indices were checked for stationarity with the help of Dickey Fuller Test. All the return series were found to be stationary. Granger Causality test was conducted for checking whether prices of Indian GDRs are affecting the prices of underline stocks or vice versa. The results obtained are given below; The results show that the security returns have an impact on the respective GDR returns. But it is not true other way round. In two of the cases two-way-causality was found. These securities were dropped from the regression analysis conducted in next stage. To find out the relative effect of "informational factor" of Indian market and the host market in which of Depositary Receipts are issued, on the GDR returns a model developed by Shmuel Baruch, G. Andrew Karolyi, and Michael L. Lemmon (2003) has been used. To perform the variance decomposition we first estimate the following two time-series regressions for each GDR: R it = α + ∑ β i,H,t+k R home, t+k +ε it R it = α + ∑ β i,H,t+k R home, t+k + ∑ β i,H,t+k R host, t+k + ε it where R it is the return (measured in INR) in period t, R Home,t+k is the return denominated in INR on the market index (here nifty) in the stock's home country in period t+k, and R US,t+k is the INR-denominated return on the host market index in period t+k. The lead and lag terms in the regressions are used to account for nonsynchronous trading across markets in different time zones.
The first regression in equation is considered the restricted regression and the second regression in equation is considered the unrestricted regression. Assuming observations for the stock, six regressors in the unrestricted model, and three restrictions, we compute an F-statistic for each stock that measures the explanatory power of the unrestricted model relative to the explanatory power of the restricted model as follows:
The results obtained are given in the table below; Here it is clearly evident that in all the cases the information factor of the home country have dominant impact on the GDR Returns when compared to the host country.
IV. Conclusion:
The study shows that the GDR returns are affected by the underlying securities return but not viceversa. Further it was found that the information of home country have more prominent affect on the GDR returns when compared to the information in the host country.
